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THIS MAT1 ER comes I: fore this Court upon Plaintiffs Complaint filed on November 

4, 1998 to recover fi audulent tra sfers made by Debtor pllrsuant to 11 U.S.C. $544 and S.C. 

Code Ann. 427-23-1 0. The Con rlaint seeks damages ayair~sl Mark Groves ("Defcnihnt'') 

bccausc Plaintiff claims Dcfcnd; ~t "formulatcd, dcsigncd, participated in and/or acquiesced in 

the fraud per-petrateti upon the cl. ~ i l o r s  of the Deblor . . . by devising, preparing, executing, 

accepting and/or recsrding the d :uments purporting to makc such convcyanccs." Plaintiff 



bases the adversary proceeding i qunst Dcfcndant on S.C. Codc Ann. $27-23-30. After 

rcvicwing thc plcadlngs and corl i~icring thc cvidcncc prcscnted und arguments of counsel at 

trial, the Court rnslcl:s the follor, 1g Findings of Fact and Conclusians of Law pursuant to Rule 

52 of the fiederal Rilles of Civil r~ocedure, made applicable by Rule 7052 of the Federal Rules 

of Eankn~ptcy Proct.dure ' 
FINDINGS OF FACT 

1. Prior to August 10, 19921 I'harles Vereen ("Debtor"), along with two partners, operated a 

hungee jumping atti action in  Hc r,,/ County. South Carolina. through a corporation known as 

Beach Bungee, Inc. 

2. On August 10, 1993, t w ~ .  yourig 11ie11 wet-e killed at the burlgee julllpi~lg attraction. 

3.  Debtor was , L  defendant i ;I wrongful death lawsuit filed in the United States District 

Court for the District of South C: r13lina (the "District Court Action") on October 8, 1993 by the 

parents of one of thc : young men :illen in the hungee jumping accident. 

4. Soon alter the Complaln v:as filed 111 thc Ulstrlct Court Actlon, Debtor formed Vereen 

Joint Revocable 1nt1:r Vivos Tru . (the "Trust"), East Ca~rlbridge Limited Partnership ("East 

Cambridge"), and Five Star Ma]: y;:ement and transferred substantial assets to those entities. 

5 .  By previous orders, this I c ~ u r t  has held that the conveyances to East Cambridge, Five 

Star Management, and the Tn~sl vere void and of no effect pursuant to 627-23-1 0 and conclrlded 

tl~al Llie assets convtayed Lu Ihosc :nlilies conslilu~ed property of the bankruptcy estate. 

6. The docume~~ts  necessar: to effect the transfers to the Trust, East Cambridge, and Five 

I TLIF (:uu~t IIU~TS i d l  tu tlil: G X L C I I ~  dliy u1 L ~ I C  I 'ULIUWIII~  F 1 1 1 d i 1 1 g b  01' Fact LUII~LLLULC 
Cor~clusions uf Law, they are arl ~ t e d  as such, and to the extent an) Cotlclusiot-ls of Law 
col-lstitute Findings of Fact, they ue so adopted. 



Star hfiiuktg~l11~11 L worr  p~ cpz t d  by do~cllciiull Gal I GL Sullull ("Sullu~~"). 

7. Debtor first contactec Sutton to devise strategies to shield Debtor's assets from a possible 

judgment in the Oistrict Cou *Action. 

8. Because Debtor and I; :r-tain partners also wanted assistance with a new real estate 

developnlent pr~jecl  and bus 11,:~s venlulc: kr low~~ as the Master's Club, Sulluri I-eren-ed Debtor to 

Defendant, a lawyer in Maril; t;.~, Georgia, who specializes in business transactions, to assist with 

the project. Suttan was appa :-.nly directed to Defendant by Universal Corporate Services, a 

busil~css which acts u p  offshr -c. colllpanies. Dcfc~ldnnt was listcd with Univc~-sal Coryoratc 

Services as a lav yer to be ca t;.lcted for tax ramification issues. 

9. Defendant and Suttol- 30th became involved in the Masters' Club project. 

10. Def~nda r~ t  w a s  infon~ :..I by D e b t o r  of t h e  l-reliding Dis t r ic t  Court ,Action. 

11. Defendart was specif :;.~lly asked to devise an ownership structure which would allow 

income from ass:& placed in 11e Master's Club to be shielded from liabilities including any 

possible judgme~lt resulting 11 3 m  the District Court Action. Defendant testified in his Rule 2004 

examination of February 18, 5'97 that "rtlhe plan was that there would be a trust in existence in 

Nassau, Bahamas . . . . The 1; an involved allowing the Masters Club to profit from its 

enterprises and s+nding thosci  ofits its to the chain o f  owners, and that trust would hold the funds." 

12. Defendar.t drafted the I:>cuments establishing the New Providence Rabbi Trust, a 

Bahamian trust t81 which pro1 .t;, from the Master's Club would ultimately flow. The Master's 

C1uh was iiltimaiely not fiincl cl and its prlmnry asset of real estate was eventually foreclased 

upon by its lienh.>ldcrs. Thu I,astcr's Club, Inc. is nol a defendant in the adversary proceeding 

comrrlenced by tile Trustee, s il 11-le Truslee is not seeking to void any conveyance made to or 

associated with t i e  Master's lub project. 



13. Defendant was forward(: I an u~lsig~lcd copy of the docunlellt creating the Trust which is 

at issuc in this proceeding. Aftc scnding Dcfcndant a copy of thc Trust docurncnt, Sutton 

inquired whether tl-e Trust shot ;i include Debtor's stock interest in the Master's Club and the 

related corporation Sports Prol. rlty. Inc. Defendant advised against such an approach. 

14. Un Novemter 14, 1996, 3ebtur tiled a \.oluntary Chapter 7 bankruptcy petition. 

15. At his $341 examinatior llebtor explairled thal "Mr Groves [did] riot have anything lo 

do with [Debtor's] iffairs other bdn the Masters [sic] Club." Debtor could not be located for 

attendance at thc tr al in this prc .r  cding 

16. Plaintiff, as the Chapter rrustee of the bankruptcy estate, filed an adversary proceeding 

against all defendants on Nover ber 4, 1998. The action was brought by the Trustee to recover 

fraudulent transfers made by DI; )tor pursuant to 1 1 U.S.C, 9544 and S.C. Code Ann. 527-23-10. 

17. Plaintiff sccks damages gainst certain defendants. including Defendant, for participating 

in the transfers. Plzlintiff allege tliat Defendant conspired with others to transfer Debtor's assets 

as part of an ovcral schemc In 1: (e r  to render h~rn judgment proof and that, as a result of the 

conspiracy, die banlcruplcy csla has been deprived of the assets transferred. Plaintiff asks that 

the Court find Defendant liable 1 the amount of $36,000, the amount of yearly rents from 

identified property ransferred t~ tlie Trust, pursua~lt to $27-23-30. 

CONC1,IJSrC)W OW 1,AW 

Secrion 27-;:3-10 of the cuth Carolina Code of Laws, lcnown as the Statute of Elizabeth, 

provides that any conveyance n? c e  with "any intent or purpose to delay, hinder, or dcfraud 

crcditor and others . . [shall be uttcrly void, frusti-atc and ofno cffcct." T~IC  lai in is against 

Dcfcndnnt in rhis nrlvcrsary pror r ding al-lsc pursuant tu a lelatcd statuts, $27-23-30 or tlic S v u l l ~  

Carolina Code of L,~vvs, which 1 cvides in pertii~cnt part: 



All p d ~  tics lu s u ~ l t  
leases, charges or ( 
being privy to and 
wittinj;ly m wlllint 
them, .,r any of the 
fide or upon good I 

forfeit~re of one yt 
heredi arnents so p 

;igrl~d, cvvi~lous and fr-audulent gifts, grants, 
nweyances [as described in $27-23- 101, or 
r.owing of them, or ariy of lk~a~ri, who sl~all 
4' pur in use, avow, mainrain, justify or defend 
1, as true, simple and done, had or made bona 
).isideration, . . . shall iricur thl: pcrliilly ar~d 
at's value of such lands, tcncmcnts and 
r::hased or charged 

S.C. CODE ANN. $27- 23-30 (Law. b o p .  1976). No cases have been published which inlerpret 

the 1-cquirements set forth by this atutc. Thc gcncral rulc of statutory construction is that 

"words must be giver their plain ; III ordinary meaning, without resort to subtle or forced 

construction to limit or expand t h ~  statute's operation." See State v. Taub, 519 F.2d 797, 799 

(S.C. Ct. App. 1999); ;ic& C h  ~ t t  V. CityufMyrt lc  B c ~ ,  511 S.E. 276, 279 (S.C. 1999). 

Tn order to hold a par y liable und r 627-23-30, three requirements need to be met. First, the 

persori needs to have knowledge ( be privy to the fraudulent conveyance identified under $27- 

33 10. In other word:, the part) 6 tl~er needs to be aware of the transfer or must have partaken in 

such fraudulent transilction. Seco c., thcrc nccds to bc proof that the defendant "put in use, 

avow[ed], maintain[ed], justifi[ed cllr defend[edlH such fraudulent conveyance. This factor 

requires some indication that the I : t'endant protected, shielded, supported, or justified the 

fraudulent transactior~ in question 'I.'hird, the statute clearly sets forth the requirement that the 

defendant's actioils must have bet I intentional; the party must have "wittingly or willingly" 

ruppnrted or defende41 the fraudtrl r t  conveyanre Thp th r~shn ld  i s s l ~ e  pr~sent~d in t h i ~  

proceeding is the degree of conne :ion that Defendant had with the conveyances which are the 

subject of this Statute of Elizabetl a,ction. As it is written, $27-23-30 requires a defendant 

charged under that se:tinn to he I, vy tn the conveyances determined tn he fraudulent, and 

therefore void, under g27-23-10. 



The Court f n d s  that eve: ~hough thc cvidcncc prcscntcd shows that Dcfcndant was part 

of an ovcrnll plan tc, shicld Dcb a's asscts from thc p033iblc judgmcnt in the .~vrongful death 

lawsuit, Plaintiff di,l not meet h burden to prove all three requirements of $23-27-30. While 

the first requirement was met. t' ntiff did not meet his burden to prove the other two factors 

required for judgmt nt under 52' .:3-30. There 1s e~ildcnce tn prove that Defendant waq aware nf 

at least some of the fraudulent c rveyailces which are the subject of the Statute of Elizabeth 

action; in fact, Def.:ndant was ;i v:are that the Trust was in place, and Sutton even faxed him a 

cnpy nf the rlnciiment Tn his R )  ( 21304 examination, Defendant stated, "[als I recall. I was 

informed that it exi.;ted, but [De t ~ x ]  did not engage me to handle his personal estate planning 

and liabiliry manag:rnent." At 1 iitl, Defendant teslificd lIial he had received a copy of die Trust 

and had bccn approiched by Su c n  who had proposed Defendant to include Debtor's stock 

intcrcst in thc Mast':rs' Club anc !;ports Properties, Inc. in the Trust; however, he further 

testified that the prt~posal was ir r lediately rejected. 

Even though Defendant 11,:arly was aware that the 'l'rust had been sct up to shield 

Debtor's assets, Plairilifrdid no tlleel his burderi Lu PI-ove diat Defendant inleritionailv "put in 

use. avow[ed], mai~~tain[ed]. jur: iji[ed]. or defendled]" the fraudulent conveyances which were 

the subject of this Statute of Eli: ~ l ~ e t h  action. There is no evidence that Defendant drafted the 

operative documents or advised )l:htor, either separately or in concert with Sutton, regarding the 

conveyances which are rhe subjl :, of rhis proceeding. There was no showing of an overall 

strategy meeting or discussions etween Debtor, Sutton and Defendant which might more 

dircctly connect Defendant to th jubject conveyances. 

Dcfcndent's lnvolvcmcr~ l'uith thc Dcbtor docs not appcar to havc cnuscd harm to 

creditors because the Master's C L I ~  project was never funded by the transfer of valuable assets 



and ultimately fhile 1, and rherzli rl: provides no recovery to the cslate arid creditors. Whilc 

Dcfci~dant and Suttlln w u c  botl 11icd by Dcbto~ to ultttnatcly pt-otcct his nsscts fi-om liabilities, 

and they eventually divided a i sum legal fee for scrvices provided to Dcbtor, this Court 

believes $27-23-30 requires pro< f of more d~rect participation In and support of the specific 

fraudulent cunveyalices which a : thc subject of the complaint. Although it is a difficult burden 

to meet, especially i n  circumsta~ :c.:s of a sophisticated conspiracy or fraud, it nevertheless is 

necessary to presenl suf'ticlent at u a l  proof or circurnstant~al evidence from which reasonable 

rcfcrcncc4 can hc rn ldc in  ordcr 3 nqccf all n C  thc rcqrl;rcmcnts of thc Statutc. It i q  thcrcforc, 

ORDERED that judgme t be entered in favor of Defendant Mark Groves and dismissing 

the action against him. 

ANN I I SO OKUEKBI. 

W& 
STATES BANKRUPTCY JUDGE 


